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ELEVENTH AMENDED AGREEMENT FOR WATER SUPPLY

THI S AGREEMENT i s made on January 26, 2001 by and between
the follow ng public entities:

SONOVA COUNTY WATER AGENCY, herein called "Agency",

CITY OF COTATI, herein called "Cotati",

CITY OF PETALUMA, herein called "Petal um",

CITY OF ROHNERT PARK, herein called "Rohnert Park"

CI TY OF SANTA RCSA, herein called "Santa Rosa",

CITY OF SONOVA, herein called "Sonoma",

FORESTVI LLE WATER DI STRICT, herein called "Forestville"
NORTH MARI N WATER DI STRICT, herein called "North Mrin"

and VALLEY OF THE MOON WATER DI STRI CT, herein called "Valley
of the Mon"

The parties hereto hereby nutually covenant and agree
as foll ows:

PART 1 - GENERAL
1.1 Definitions

When used herein, unless otherw se distinctly expressed or
mani festly inconpatible with the intent of this Agreenent, the
termns:

(a) "acre feet" and "AF" nmean one acre-foot or 325,850 gallons
of water. "AFA" nmeans an acre-foot per annum

(b) "aqueduct facilities" neans the pipelines of the
Forestville, Intertie, Petalum, Santa Rosa and Sonoma Agqueducts,
an additional pipeline to be constructed generally paralleling
the Intertie Aqueduct, a pipeline to be constructed generally
paralleling the south part of the Petal una Aqueduct fromthe
Interti e Aqueduct to Kastania Reservoir and a pipeline to be
constructed or acquired generally paralleling the Sonoma
Agueduct .

(c) "capital cost" neans the total funds expended for capital

i mprovenents, major replacenents, or portions thereof, as context
requires, including engineering, right of way, financial fees,
interest during construction, and materials, construction and
repl acenent costs.
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(d) "comon facilities" neans all Transm ssion Systemfacilities
except storage facilities and aqueduct facilities, but including
additional facility aqueduct capacity constructed specifically to
make the deliveries that have been authorized by section 3.12,
and including the Potter Valley Project or portion thereof
acquired pursuant to section 2.4.

(e) "corporate territory" neans the boundary fromtine to tine
exi stent of a city, agency, district or other governnental entity
with powers to accept and distribute water.

(f) "additional facilities" neans the additional facilities that
nmust be constructed or acquired after the conpletion of the
Russian River-Cotati Intertie in order for the Agency to be able
to satisfy its delivery obligations under sections 3.1 and 3. 2,
and to nmake the deliveries authorized pursuant to section 3.12,

i ncluding, but not limted to: an aqueduct generally paralleling
the Intertie Aqueduct; an aqueduct generally paralleling the
south part of the Petaluma Aqueduct fromthe Intertie Agueduct to
Kast ani a Reservoir; an aqueduct generally paralleling the Sonoma
Agqueduct; an aqueduct connecting the Kawana Springs and Ral phine
reservoirs; transm ssion |ine punping plants necessary to
regulate flows to storage facilities; 55.5 mllion gallons of
reservoir storage; 56.9 ngd of Russian R ver water production
capacity; water-treatnent facilities; and energency wells.

(g) "fiscal year" (abbreviated FY) neans the period fromJuly 1
t hrough the follow ng June 30.

(h) "Forestville Agueduct"™ means the existing pipeline fromthe
Santa Rosa Aqueduct to Forestville, the existing booster punping
pl ant, the existing 300,000-gallon reservoir, and all other
facilities financed with the proceeds of the sale of Series E of
t he Agency's 1955 Bonds.

(1) "Intertie Aqueduct” neans the existing 48-inch inside

di aneter pipeline extending fromthe Mrabel Park intake
facilities on the Russian River to the Petal uma Agueduct in the
vicinity of Cotati wth appurtenances thereto including turnouts
to serve Forestville, Santa Rosa, Cotati and Rohnert Park. The
Interti e Aqueduct consists of three reaches: "reach 1" fromthe
M rabel intake facilities to Forestville, "reach 2" from
Forestville to the extension of Hall Road and "reach 3" fromthe
extension of Hall Road to the junction with the Petal una Aqueduct
at Cotati. Reach 3 is further divided into "reach 3a" fromthe
extension of Hall Road to Cccidental Road, "reach 3b" from
Cccidental Road to the Cotati reservoirs and "reach 3c" fromthe
Cotati reservoirs to the Petal una Aqueduct.
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(j) "Marin Minicipal" nmeans the Marin Minicipal Water District.
(k) "nmgd" nmeans a million gallons of water per day.

(1) "1955 Bonds" neans the Agency's 1955 Water Transni ssion
Syst em Bonds aut hori zed by the voters of the Agency (then naned
Sonoma County Flood Control and Water Conservation District) at a
special election held May 10, 1955, in the anmount of $8, 500, 000.

(m "operation and nai ntenance costs" nmeans the Agency's costs
of operating the Transm ssion Systemincluding its power costs,
costs of maintaining the Systemin a good state of repair,
paynents nade to the owner of the Potter Valley Project to insure
the continued operation of the Project provided they are annually
approved by the Water Advisory Commttee, regardl ess of whether
or not such paynents result in the ultimate transfer of title to
all or part of the Project to the Agency, and costs of

adm ni stering the System and furnishing the water supplies
pursuant to this agreenent.

(n) "Ordinance No. |" nmeans Ordinance No. 1 of the Agency
adopt ed on Decenber 28, 1970, providing for the issuance of the
Revenue Bonds, together with any other ordi nances of the Agency
suppl emental thereto or anendatory thereof.

(o) "other Agency customers” neans the Agency, the County of
Sonoma, Larkfield Water Conpany, Lawndal e Mutual Water Conpany,
Kenwood Vil |l age Water Conpany, Penngrove Water Conpany, City of
Sebast opol, Wndsor Water District and Cccidental Comrunity
Services District.

(p) "Petaluma Aqueduct” neans the existing pipeline fromthe
Santa Rosa Aqueduct to Petaluma, the second six-mllion gallon
reservoir at the Ral phine Tank farmand all other facilities
financed with the proceeds of the sale of Series D and G of the
Agency's 1955 Bonds. The "south part" of the Petal uma Agueduct
means the portion thereof south of the junction thereof with the
Intertie Aqueduct and the "north part” neans the portion north of
said junction.

(q) "Potter Valley Project” neans Federal Energy Regul atory
Comm ssi on Project No. 77.

(r) "regular custoners"” of the Agency neans the water
contractors and the other Agency customners.

(s) "remaining facilities" means those portions of the Russian
Ri ver-Cotati Intertie authorized to be constructed or acquired by
the Tenth Amended Agreenent For Water Supply and Construction of
the Russian River-Cotati Intertie Project, dated Novenber 14,
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1997, which have not been constructed or acquired on the
effective date of this agreenent, including, but not limted to;
20 ngd of standby punp and coll ector capacity; the Kawana Springs
Reservoir No. 1, Kawana punpi ng plant and associ ated Kawana
reservoir pipeline, including capacity in the Cty of Santa
Rosa's West Transm sion Miin; and the OGaknont pipeline.

(t) "Revenue Bond obligations” neans the paynent of principal of
and interest on the Revenue Bonds and all other obligations and
covenants of the Agency with respect to the Revenue Bonds
contained in Ordinance No. 1 and in the Subordinated Bond

Ordi nance, including specifically any covenant to establish and
mai ntain rates and charges to provide revenue coverage in excess
of a specified anbunt as established by an ordi nance of the
Agency suppl enental to or anmendatory of Ordinance No. 1 or by the
Subor di nat ed Bond Ordi nance or an ordi nance or resolution of the
Agency suppl enental to or anendatory of the Subordinated Bond

O di nance.

(u) "Revenue Bonds" neans all series or issues of the Agency's
1971 Water Revenue Bonds issued pursuant to Ordinance No. 1 to
finance the Russian River-Cotati Intertie, and all series or

i ssues of the Agency's Subordi nated Revenue Bonds subordinated to
the Agency's 1971 Water Revenue Bonds and issued pursuant to the
Subor di nat ed Bond Ordi nance.

(v) "Russian River Conservation Charge" neans the charge
established in subsection (a) of section 4.17 of this agreenent.

(w "Russian River-Cotati Intertie” means the Intertie Agueduct
and associated intake facilities on the Russian R ver, including
t he diversion dam intake works, infiltration ponds, collectors,
water treatnent facilities, groundwater wells having a m ni num
production capacity of 7 ngd, a Russian River water quality early
war ni ng system punps, telenetry equi pnment and rel ated buil di ngs
and appurtenances, and associ ated storage facilities.

(x) "Russian River Custoners” neans all customers within Sonona
County who have or in the future will have contracts with the
Agency to divert or redivert water directly fromthe Russian
River or Dry Creek without the use of the Transm ssion System

(y) "Russian River Project” neans Coyote Vall ey Dani Lake
Mendoci no on the Russian River and Warm Spri ngs Danif Lake Sonona
on Dry Creek

(z) "Russian River Projects Charge" nmeans the charge established
in subsection (b) of section 4.17.

(aa) "Russian River Projects Fund" neans the fund established



" N W N WUV WV W W NWULEE=S WV W W NWULEE=S WV W W W NWULEE=S WV WO W W N W U= WY ™

by the Agency to pay or partially pay for: (1) carrying out the
Agency's Coyote Vall ey Dam Project and Warm Spri ngs Dam Proj ect
channel - stabi lizati on works obligations to the United States
Government and the State of California under Agency Board of
Directors Resolutions No. 6847 adopted May 24, 1955, No. 7798
adopt ed Septenber 27, 1955, No. DR00793-1 adopted Septenber 25,
1961 and Resol ution No. DR68485 adopted Decenber 23, 1980; (2)
securing and defending appropriative water rights which are
necessary for the realization of the full benefits of the Coyote
Val | ey Dam and Warm Springs Dam Projects; (3) the Agency's share
of the United States Governnent's investnent, operation and

mai nt enance, and maj or repl acenent costs associated with the
Coyote Vall ey Dam and Warm Springs Dam Projects; (4) the
acquisition of all or part of the Potter Valley Project or
contributions nade to the Project owner to insure the continued
operation of all or part of the Project; and (5) fishery
mtigation and enhancenent projects undertaken by the Agency in
the Russian River and Eel R ver and their tributaries.

(bb) "Santa Rosa Aqueduct"™ neans the existing two collectors,

i nt ake wor ks, punping plant and appurtenances at Whler on the
Russian River, the existing pipeline therefromto the Ral phine
Tank farm the first six-mlIlion gallon reservoir at the Ral phine
Tank farmand all other facilities financed with the proceeds of
the sale of Series A, B and C of the Agency's 1955 Bonds.

(cc) "Sonoma Agueduct™ means the existing pipeline fromthe

Ral phi ne reservoirs to Sonoma, the existing punping plants, three
exi sting reservoirs totaling six and one-half mllion gallons,
and all other facilities financed with the proceeds of the sale
of Series F of the Agency's 1955 Bonds. The Sonoma Agqueduct
consists of two reaches; "reach 1" fromthe Ral phine reservoirs
to Pythian Road and "reach 2" from Pythian Road to the Sonoma
reservoirs.

(dd) "storage facilities”™ neans all reservoirs on the

Transm ssion System the pipeline connecting the Kawana Springs
Reservoirs with the Intertie Agueduct; the pipeline connecting

t he Kawana Springs and Ral phine reservoirs; the pipeline
connecting the Kastania reservoir with the Petal una Aqueduct and
transm ssion |line punping plants necessary to regulate flows to
storage facilities.

(ee) "Subordinated Bond Ordi nance" neans an ordi nance of the
Agency adopted on April 20, 1982, providing for the issuance of
t he Subordi nated Revenue Bonds of the Agency, together wi th any
ot her ordi nances or resolutions of the Agency suppl enent al
thereto or anendatory thereof.

(ff) "Subordi nated Revenue Bonds" neans all series or issues of



W W N W UL WV W W W N WU WV W W NWULEE=S WV W W NWULEE=S WV W W NWW U= WY T

revenue bonds of the Agency subordinated to the Agency's 1971
Wat er Revenue Bonds and i ssued pursuant to the Subordi nated Bond
Ordi nance, together with any ot her ordi nances or resolutions of
t he Agency suppl enental thereto or anmendatory thereof.

(gg) "surplus water" has the neaning defined in subsection (a)
of section 3.4 of this agreenent.

(hh) "Transm ssion Systeni nmeans the Agency's existing water
production, storage, treatnment and transmi ssion facilities,
including but not limted to the Santa Rosa, Petal uma, Sonoma and
Forestvill e Aqueducts, the Russian River-Cotati Intertie,
energency wells, the Warm Springs Hydroelectric Project, future
wat er production, storage, treatnment and transm ssion facilities
to be constructed pursuant to this agreenent, and a new aqueduct
to be constructed generally paralleling the portion of the
Pet al uma Agueduct that extends fromthe Ely Punping Plant to

Kast ani a Reservoir.

(ii) "Trustee" neans the Trustee or Trustees for the Agency and
t he hol ders of the Revenue Bonds appoi nted pursuant to Ordi nance
No. 1 and the Subordi nated Bond Ordi nance and any successor
Trustee or Trustees.

(jj) "Warm Springs Dam Project” neans that certain project
authorized for the Russian River, Dry Creek, California, by the
Fl ood Control Act of 1961, enacted October 23, 1962 (Public Law
874, 87th Congress).

(kk) "Warm Springs Hydroelectric Project” neans Federal Energy
Regul at ory Conmi ssion Project No. 3351.

(1) "Wwater Advisory Conmttee"” neans the advisory comittee
established in Part 5 of this agreenent.

(mm "water contractors” nmeans all the parties signatory to this
agreenent except the Agency.

1.2 Recital of Purposes

Anmong t he purposes of this agreenent are to provide a water
supply or a supplenental water supply for each of the water
contractors and to provide for paynent to the Agency for water
delivered hereunder sufficient to enable it to pay the capital
costs of major replacenents and additions to the Transm ssion
Systemand to neet its obligations on its 1955 Bonds and Revenue
Bonds and its expenses of operating and maintaining the
Transm ssion System



" N W N WUV = WV W W NWULEE=S WV W W NWUVLE=S WV W W W N WUV WV WU W W N W VL= W IV ™

1.3  Term of Aareenent

Thi s agreenent shall beconme effective upon its execution by
all the parties hereto and shall remain in effect until June 30,
2036, or, if any Revenue Bonds are outstanding on June 30, 2036,
until such date as all Revenue Bonds shall have been paid in ful
and all obligations of the Agency under Ordinance No. 1 and the
Subor di nat ed Bond Ordi nance shall have been di scharged. The
Agency shall enter into renewal agreenents for periods not to
exceed forty years each with any or all of the water contractors
requesting the sanme for water supplies within the delivery
capabilities of the Agency's Transm ssion System at a cost no
greater than the Agency's operation and nai ntenance costs and
unrei nbursed capital costs allocated on a proportionate use
basis, it being understood that such renewal agreenents shal
provide for entitlenments to the quantities of delivery to each
custonmer as set forth herein.

1.4 Previous Agreenent Superseded

The Tenth Anmended Agreenent for Water Supply and
Construction of Russian River-Cotati Intertie Project, dated
Novenber 14, 1997, between the Agency and the water contractors
is termnated as of the effective date of this agreenent and
superseded by this agreenent.

1.5 Enforcenent

The failure of any water contractor to performits

obl i gati ons hereunder shall not excuse the renaining contractors
fromperform ng their obligations hereunder nor excuse the Agency
fromperformng its obligations hereunder to said renaining
contractors. Each and all of the provisions of this agreenent
shal | be enforceable by action brought by any party hereto for
specific performance or any other appropriate action at |aw for
damages or in equity for other appropriate relief to the end that
no party hereto shall suffer fromthe default of any other party.

Not hing in this agreenment shall preclude any water contractor
from seeking unilateral redress under the |law fromthe Agency, or
any other party, agency custoner or entity. Any owner or hol der
of Revenue Bonds may al so enforce any provision of this agreenent
inuring to the benefit of the holders of the Revenue Bonds.

1.6 Anendnents

Except as hereafter provided, this agreenent may be anended
only with the consent of all the parties hereto. |If such
anmendnent reduces the revenues to be received by the Agency or
otherwise inmpairs the ability of the Agency to neet its Revenue
Bond obligations, then it shall be anmended only with the consent
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of the Trustee. The Trustee shall give such consent if the
Trustee determ nes that, follow ng such anendnment, the water
contractors will be obligated under this agreenment to nmake
paynents to the Agency sufficient to enable the Agency to pay
princi pal of and interest on the Revenue Bonds and to neet al

its other Revenue Bond obligations. 1In nmaking such

determ nation, the Trustee may rely upon such certificates or
opinions fromqualified attorneys, engineers or accountants as
the Trustee nmay deem necessary and obtain fromthe Agency. Any
annual delivery Iimt contained in section 3.1 nay be nodified by
witten agreenent between the Agency and the water contractor to
whi ch such annual delivery limt applies wthout the consent of
the other parties to this agreenent for the purpose of conform ng
such annual delivery limts to a general plan which is applicable
to the service area of such water contractor. Copies of any such
witten agreenent shall be provided to all the parties to this
agr eenent .

1.7 Pledge of Revenues

Each party hereto acknow edges that anything herein to the
contrary notwi t hstanding, all suns paid to the Agency pursuant to
this agreenent, except the paynents and credits set forth in
section 4.8 and paynents of the Russian Ri ver Conservation Charge
and Russian River Projects Charge nade pursuant to sections 4.15
and 4.17, are "Revenues of the Water Systent of the Agency as
defined in Ordinance No. 1 and the Subordi nated Bond O di nance
and are pledged to the paynent of the Agency's Revenue Bond
obligations. All said suns shall be received, allocated and paid
out pursuant to Ordinance No. 1 and the Subordi nated Bond
Ordi nance. The Agency will, at |east annually, so |ong as
Revenue Bonds are outstandi ng and no Subordi nated Revenue Bonds
are outstandi ng, request the Trustee under Ordinance No. 1 to
wi t hdraw from the Agency Fund established pursuant to section
5.02 of Ordinance No. 1 all nonies in said Agency Fund and the
Agency shall cause said nonies to be held in a special account by
the County Treasurer of Sonoma County to be accounted for,
al l ocated and paid out as set forth in this agreenent. The
Agency will, at least annually, so |ong as Subordi nated Revenue
Bonds are outstandi ng, request the Trustee under the Subordi nated
Bond Ordi nance to withdraw fromthe Subordi nated Agency Fund
established pursuant to Article V of the Subordinated Bond
Ordinance all nonies in said Subordi nated Agency Fund and the
Agency shall cause said nonies to be held in a special account by
the County Treasurer of Sonoma County to be accounted for,
al l ocated and paid out as set forth in this agreenent. |Included
in revenues subject to Ordinance No. 1 and to the Subordinated
Bond Ordi nance are or may be funds for the paynent of general
obl i gati on bonds of the Agency or for the paynent of any other
obl i gati ons of the Agency for which the Agency is authorized to
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levy a tax. The water contractors understand that the failure of
sufficient nonies to be deposited in either of said special
accounts may require the Agency to levy taxes to pay such general
obl i gati on bond costs and ot her such obligations. Al references
in this agreenment to the accounting for, allocating, paying, and
crediting of nonies are subject to the priority inposed by
Ordinance No. 1 and by the Subordi nated Bond O di nance on all of
sai d revenues.

The parties hereto recogni ze that the Revenue Bonds are to
be paid fromrevenues, as provided herein, and that it is the
intention of the parties that the charges set forth herein wll
be sufficient to pay the Revenue Bonds and to neet the Revenue
Bond obligations not nmet from other sources of funds. The water
contractors, therefore, agree to pay pronptly such charges
notw t hstandi ng any deficiency in the quantity or quality of
water to which they or any of themwould be entitled pursuant to
this agreenent. The provisions of this agreenent are nade for
t he benefit of the owners and holders fromtine to time of the
Revenue Bonds and may be enforced by or on behalf of any such
owner or hol der.

1.8 Books. Records and Accounts

The Agency shall keep or cause to be kept, proper books,
records and accounts in which conplete and accurate entries shal
be made of all nonies received fromall entities, including the
Agency's regul ar custoners, and of the noney in the special
account held by the County Treasurer of Sonoma County referred to
in section 1.7, and of the basis for and application of said

noney. Said books, records and accounts will be avail able during
nor mal business hours for inspection by the water contractors or
their authorized representatives. The Agency will transmt to

the water contractors two reports each year of the receipts and
expenditures of the Transmi ssion System The first report wll
be issued no later than February 1 and shall be acconpani ed by a
prelimnary budget for the followi ng fiscal year, and will show
expenditures for the first half of the fiscal year together with
estimated year-end expenditures and estinmated expenditures for
the follow ng fiscal year. The second report will be issued after
the end of each fiscal year and will contain a budgetary
accounting of Transm ssion System expenditures, revenues and

bal ances for the fiscal year. Each nonth the Agency shall supply
each water contractor with a summary show ng the anount of water
delivered during the preceding nonth to each regul ar custoner and
each custoner receiving surplus water.

1.9 Wiater Contractors' Duty to Provide Funds

Each water contractor shall use any and all neans legally
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available to it (including, without Iimtation, the enactnent and
mai nt enance in effect of |egislation establishing fees, tolls,
rates and charges pertaining to the operation of its water

di stribution systenm) so as to produce nonies sufficient in anount
to meet the nonetary obligations incurred by it pursuant to this
agreenent and to enable it to maintain its water distribution
systemin good working order.

1.10 Severability

| f any one or nore sections, provisions, promses or
conditions of this agreenent is declared void or voidable for any
reason by a final judgenent or order of a court of conpetent
jurisdiction, it is hereby declared to be the intention of each
party and agreed that each and all of the other sections,
provi sions, prom ses and conditions of this agreenent shall be
and remain in full force and effect.

1.11 Third Party Beneficiaries

Except for the holders of the 1955 Bonds, the Revenue Bonds,
and the Subordi nated Revenue Bonds, no third party beneficiaries
are intended or established by this agreenent.

1.12 Water Conservation Requirenents

The Water Contractors, and with respect to other Agency
custoners, the Agency, shall as a m ninmuminpl enent or use their
best efforts to secure the inplenentation of urban water
conservati on best managenent practices as the same may be
established by the California U ban Water Council, or shal
i npl enent or use their best efforts to secure the inplenentation
of alternative water conservation neasures that secure at | east
the sane |l evel of water savings. The Water Contractors, and with
respect to other Agency custoners, the Agency, shall inplenment or
use their best efforts to secure the inplenentation of any water
conservation requirenments that may be added as terns or
conditions of the Agency's appropriative water rights permts or
licenses, or with which the Agency nmust conply under conpul sion
of regulation or law. Should the Water Advisory Conmittee
determ ne and so notify any water contractor that its efforts to
achi eve conpliance with the water conservation practices required
by this section are unsatisfactory, then such contractor shal
bring its water conservation programinto conpliance within six
nmont hs after such notice, or within such additional tinme as may
be granted by the Water Advisory commttee. Should such water
contractor's nonconpliance as determ ned by the Water Advisory
Conmittee continue for six nmonths after such notice of
nonconpl i ance, or beyond such additional tinme as may be granted
by the Water Advisory Commttee, then the water contractor shal

10
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thereafter pay a surcharge on all water delivered by the Agency
pursuant to this agreenent equal to ten percent of the Qperation
and Mai ntenance Charge until the Water Advisory Committee
determ nes that such water contractor is in conpliance. The
proceeds of any surcharge paid pursuant to this section shall be
deposited and paid out in the sane manner as the proceeds of the
Operation and Mi nt enance Char ge.

11
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PART 2 - ACQUI SI TI ON. CONSTRUCTI ON, OPERATI ON AND MAI NTENANCE

2.1 Financing Additions to the Existing Transn SSion System

The Agency will, subject to all applicable limtations
specified in this agreenent and all applicable | egal and
regulatory limtations, finance additions to the existing
Transm ssion Systemw th cash avail abl e pursuant to sections 3.6,
4.2, 4.10, 4.11, 4.16, paynents nade by Marin Minicipal pursuant
to section 4.15, paynents nmade by North Marin pursuant to section
4.8 and 4.13, any state, federal or other grants which may becone
avai l able, and, if the Agency decides to issue new series or
i ssues of Revenue Bonds, proceeds fromthe sale of Revenue
Bonds.

2.2 Scheduling of Additions and Replacenents to the Existing
Transmi ssion System

Subj ect to the availability of sufficient cash or proceeds
fromthe sale of Revenue Bonds (if the Agency decides to issue
new series or issues of Revenue Bonds) and any state, federal or
ot her grants which may becone avail abl e, and subject to al
applicable limtations specified in this agreenent, the Agency
will (1) construct or acquire additions to the existing
Transm ssion Systemsufficient to neet the delivery entitlenents
set forth in section 3.1 and 3.2 at such tines as may be
necessary to enable it to reliably deliver to each of the water
contractors such entitlenents at the tine that each contractor
shall require the same and to nmake the deliveries authorized
pursuant to section 3.12, provided, however, that no contract
shal | be awarded by the Agency for the construction of the
aqueduct generally paralleling the Sonoma Aqueduct w thout the
prior witten consent of Valley of the Moon and Sonoma; (2)
construct additional Russian River water production facilities
(up to a total capacity of 168.9 ngd) so that the total water
production capacity available at all tinmes is not |less than the
average daily delivery to the regular custoners and Marin
Muni ci pal (excluding surplus water and water in excess of
entitlements) during the nonth of highest historical use plus 20
mgd; (3) construct energency wells with capacities which are from
time to tine determ ned by the Water Advisory Commttee; (4)
construct additional facilities (up to a total capacity of 174.3
mllion gallons) to the extent necessary to naintain a quantity
of water in storage equal to 1.5 tinmes the average daily delivery
to the regular custonmers except North Marin during the nonth of
hi ghest historical use; and (5) replace existing facilities and
construct additional facilities, related buildings and
appurtenances as necessary to insure the reliable and efficient
operation of the Transm ssion Systemand to insure that the
quality of the water delivered conplies with all applicable state

12
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and federal water quality requirenents.

The tinme within which the Agency shall be obligated to
construct such additions and replacenents to the existing
Transm ssion System shall be extended, however, as a result of
any del ays caused by fire, earthquake, other acts of God, acts of
the public enemy, riots, insurrections, governnental regulations
on the sale or transportation of materials or supplies, strikes
affecting construction of such additions and repl acenents or
transportation of materials or supplies in connection therewth,
any State or Federal environmental quality regul ations or
restrictions, shortages and/or delay in the obtaining of
mat eri al s, shortages of or allocations of fuel and other sources
of energy, litigation resulting in court orders restraining the
construction of such additions and replacenents, inability of
Agency for any reason to deliver the Revenue Bonds or any series
t hereof, or any other causes beyond the control of Agency or any
contractor constructing any part of such additions and
repl acenents.

2.3 Further Mdifications to Transnission System

(a) Wth the approval of the Water Advisory Conmmittee and
subject to the availability of sufficent funds, the Agency may
undert ake studi es, and prepare technical reports, financial

pl ans, and environnental docunents for water transm ssion system
facilities in addition to those authorized to be constructed by
this agreenent. |[If such activities are undertaken pursuant to

t hi s paragraph, the cost thereof shall be considered to be costs
of conmmon facilities and shall be paid fromfunds avail abl e
pursuant to subsection (c) of Section 4.2, or fromthe proceeds
of Revenue Bonds and paynents made by North Marin pursuant to
Section 4.8. |If the cost is paid fromthe proceeds of Revenue
Bonds and paynents made by North Marin, the cost shall be

al l ocated as provided in subsection (b), paragraph 9 of Section
4.7 and Section 4.13.

(b) Except for the facilities described in section 2.2, the
Agency will not construct or acquire additions to the

Transm ssion Systemthat woul d i ncrease the charges payabl e by,

or dimnish or inpair the water available to, any of the water
contractors except on such ternms and conditions as nay be agreed
upon in witing by the Agency and each water contractor who would
be required to make any additional paynent by reason of such
construction or whose water supply m ght be di m nished or

i mpai red by such construction. |If such addition is a booster
punp or any other device, nmethod, or systemthat would enlarge or
I ncrease the capacity of any one custoner to the detrinent of

ot her users or would enlarge or increase the ratio of water taken
fromthe Transm ssion System by one user in relation to the other

13
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users, then such addition or alteration shall not be nade by
Agency except by anmendnent to this agreenment. |f a question
arises as to whether an addition or alteration to the

Transm ssion System requires an anmendnent of this agreenent
pursuant to this section, then such question shall be submtted
to the Water Advisory Committee and its decision shall be
concl usi ve.

2.4 Potter Valley Project

Al'l or part of the Potter Valley Project may be acquired
upon a determ nation by the Board of Directors of the Agency that
such acquisition is necessary to insure the Agency's conti nued
ability to make the water deliveries authorized by this
Agreenent, provided, however, that no part nor all of the Potter
Val l ey Project shall be acquired wi thout the prior approval of
the Water Advisory Conmittee. The Agency shall not be liable to
any of its custoners for any damage resulting from any Agency
deci sion regarding the acquisition or non-acquisition of any part
or all of the Potter Valley Project.

2.5 \Water Conservation Measures
The Agency may undertake or fund any cost effective water
conservation measure that will reduce water demands on the

Transm ssi on System and that has been approved by the Water
Advi sory Conmitt ee.

2.6 Qperation and Mintenance

The Agency shall operate and maintain the Transm ssion
Systemin a good state of repair.

14
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PART 3 - WATER SUPPLY

3.1 Delivery Entitlenents of Water Contractors

Subj ect to Section 3.5, the Agency shall deliver to each
wat er contractor at the points of delivery hereinafter set forth
such quantities of water as the water contractor shall fromtine
totime require at such rates of flow as are necessary to neet
its peak day's demand, subject to the follow ng:

(a) The Agency shall not be obligated to deliver water in excess
of the follow ng:

Wat er Contract or Aver age During During Any
Mont h Fi scal Yr.
Santa Rosa (excl udi ng
From Reach 1 and 2 of sur pl us
the Intertie Aqueduct 40.0 ngd wat er)

From the Santa Rosa Aqueduct 40.0 ngd

From t he Sonona Aqueduct 4.0 ngd

Maxi mum conbi ned t ot al

fromall aqueducts 56. 6 ngd 29, 100 AF
North Marin

From Pet al uma Aqueduct 19.9 ngd 14,100 AF
Pet al uma

From Pet al uma Aqueduct 21.8 ngd 13,400 AF

Rohnert Par k
From Pet al uma Aqueduct or

Reach 3 of Intertie Agqueduct 15.0 ngd 7,500 AF
Val | ey of the Moon

From Sonoma Aqueduct 8.5 ngd 3,200 AF
Sonoma

From Sonoma Aqueduct 6.3 nmgd 3,000 AF

Cot at i
From Pet al uma Aqueduct or
Reach 3 of Intertie Agueduct 3.8 ngd 1,520 AF

15
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Forestville 1.5 ngd

(b) North Marin shall not take delivery of water at an

i nst ant aneous delivery rate greater than its average delivery
rate for such day, if such instantaneous delivery rate would

i ncrease the Agency's cost of electrical energy. North Marin
shall not take delivery of water at a rate of nore than 19.9 ngd
during nore than 14 days of any nonth, nor at a rate of nore than
20.9 ngd during any day of any nmonth. Irrespective of its
delivery entitlenent, North Marin shall neverthel ess have the
right to a flowrate of 14.8 ngd in the Petal uma Agueduct.

(c) No water contractor shall take delivery of water at an
average rate during any nonth that is greater than 2.0 tines the
average rate of delivery to that contractor during the precedi ng
12 nonths. The Agency al so shall adopt this requirenment as a
service rule applicable to other custoners. However, if any
regul ar customer was during the preceding 12 nonths subject to a
curtailment in deliveries pursuant to section 3.5, then the [imt
prescri bed by this subsection shall be 2.0 tinmes the average rate
of delivery that such custonmer woul d have received in the absence
of such curtailnment. This rule shall not apply to water
contractors who utilize |ocal sources of supply to reduce denand
on the Transm ssion System during the peak sunmer period of June
1 through Septenber 30, and whose average production rate for
said period fromall of the contractor's |ocal sources is equal
to at least 2.0 tinmes the average production rate of all of that
contractor's |l ocal sources during the eight nonths i mredi ately
preceedi ng the peak sunmer peri od.

(d) No water contractor shall take delivery of water during any
nmonth at an average rate that is greater than 1.3 tines the
average rate of delivery to that contractor during the peak nonth
of the prior three cal endar years without the witten consent of
the Agency. The Agency al so shall adopt this requirenent as a
service rule applicable to other custoners. Such consent shal

be given by the Agency if and only if sufficient transm ssion
capacity exists to make such increased deliveries and the
deliveries to the other water contractors required to be nmade
pursuant to this section. However, if any water contractor was
during the preceding three cal endar years subject to a
curtailment in deliveries pursuant to section 3.5, then the [imt
prescri bed by this subsection shall be 1.3 tinmes the average rate
of delivery that such contractor woul d have received during the
peak nonth of the prior three calendar years in the absence of
such curtail ment.

3.2 Conditions on Other Agency Custoner Deliveries
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The Agency may furnish water fromthe Transm ssion Systemto
ot her Agency custoners subject, however, to the follow ng
condi ti ons:

(a) The total quantity of water delivered to all the other
Agency customers shall not exceed an average of 2.7 mllion
gal | ons per day during any nonth.

(b) The Agency will not enter into contracts to furnish water to
any ot her Agency customer except itself or the County of Sonoma
for use on land within two mles of the corporate territory of a
wat er contractor except with the prior witten consent of such

wat er contractor, which consent will be subject to the condition
that the Agency will cease delivering water to such custoner
whenever a water contractor is willing and able to furnish water

to such custoner.

(c) The Agency shall not deliver nore than an average of 0.5
mllion gallons per day during any nonth fromthe south part of
t he Petal uma Aqueduct to ot her Agency custoners.

(d) The Agency shall not sell water fromthe Transm ssion System
except as expressly authorized by this Agreenent.

3.3 Deliveries in Excess of Entitlenents

(a) No regular custonmer nmay take delivery of water in excess of
its average day maxi mum nonth delivery entitlenent set forth in
sections 3.1 or 3.2, except upon the follow ng conditions:

first, that such excess delivery does not inpair or delay
the delivery to any other regular custoner of its
entitlenments; and

second, that the regular custoner taking the excess delivery
is then proceeding in good faith, with plans and funding to
develop a reliable water supply, sufficient to supply its
needs in excess of its entitlenents set forth in section 3.1
or 3.2; and

third, that either

(1) all the water contractors approve such excess
delivery; or

(2) such excess delivery is made during a period when
anot her water contractor is not using its ful
entitlenents, such excess delivery does not exceed the
unused anmounts of said contractor's entitlenents, and
said contractor has notified the Agency in witing of
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its consent to said delivery.

(b) The parties to this Agreenent recognize that the Agency w ||
have increased costs, in amounts that will be difficult to
determne, if any water contractor takes water in violation of
subsection (b), (c) or (d) of section 3.1 or subdivision (a) of
this section. Accordingly, if any water contractor takes
delivery of water fromthe Transm ssion Systemin violation of
subsection (b), (c) or (d) of section 3.1 or subdivision (a) of
this section, then it shall pay Agency, in addition to all other
appl i cabl e charges, |iquidated damages in an anmount equal to 25
percent of the applicable Operation and Mii ntenance Charge tines
t he amount of water taken in violation of these provisions. The
assessnment of |iquidated danages pursuant to this section for a
violation by a contractor of subsection (b), (c) or (d) of
section 3.1 may be waived by the Agency upon a show ng by the
contractor that the taking of delivery of water in violation

t hereof resulted froman act of God or other unforseeable

ci rcunst ances over which the contractor had no control. The

exi stence of this |iquidated-damage provision shall not limt or
restrict the Agency fromphysically limting the quantity of

wat er taken to the anobunts authorized by this Agreenent or from
pursuing all other available | egal and equitable renedies
applicable to such violations. The proceeds of any |iquidated
damages assessed pursuant to this subsection shall be deposited
and paid out in the same nmanner as the proceeds of the Qperation
and Mai nt enance Charge

3.4 Surplus Water

(a) Surplus water is water that fromtine to tinme nay be
avai l abl e for delivery fromthe Transm ssion Systemin excess of
the amobunts required to neet the Agency's contractual obligations
and the requirenents of all the Agency's regul ar custoners for
uses other than those described in subdivision (b) of this

secti on.

(b) Surplus water nay be used only for the foll ow ng purposes:

(1) irrigation of land used for commercial production
of food or fibre.

(2) replenishnment of surface water supply reservoirs
or recreational |akes, including but not limted to
Ral phi ne, Spring and Stafford Lakes.

(3) replenishnent of groundwater basins

(c) The Agency will deliver surplus water only from separate
nmet ered turnouts on the Transm ssion Systemor the North Marin
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Agueduct .

(d) The water contractors shall have first rights of refusal on
deliveries of surplus water.

3.5 Shortage of Water and Apportionnent

The Agency shall use its best efforts to obtain, perfect and
mai ntai n appropriative water rights in anounts sufficient to be
able to make the water deliveries provided for in this Agreenent.

In its operation of the Russian River Project, the Agency shal
use all reasonable neans to prevent a deficiency in the quantity
of water that is available to the Agency for diversion and
redi versi on under the Agency's water rights. However, nothing in
the preceding two sentences shall be construed to limt the
Agency's discretion to take appropriate actions to resolve any
issue that may arise under the federal Endangered Species Act or
any other federal or state |aw affecting the Agency's water
rights or operation of the Russian River Project. |If by reason
of drought, other causes beyond the control of the Agency, or any
change in the anmounts of water inported by the Potter Valley
Project into the Russian River watershed (whether or not such
change is caused by any action or inaction of the Agency) a
defi ci ency does occur, the Agency shall not be liable to any of
its custoners for any damage arising therefrom In the event of
such a deficiency, the Agency first shall cease all deliveries of
surplus water to other than the water contractors; second, shal
cease deliveries of all surplus water; third, shall cease
deliveries to regular custoners in excess of their entitlenents;
and fourth, shall apportion the avail able supply of water as
fol |l ows:

first, deliver to each of its regular custoners, not in
excess of the respective entitlenents set forth in Section 3.1
and Section 3.2, authorize Agency's Russian R ver custonmers to
divert or redivert not in excess of the anmpbunts for which those
custoners have contracted to purchase fromthe Agency, and
deliver to Marin Minicipal not in excess of the anpunts, if any,
that are required to be delivered pursuant to the Third Amended
O f peak Water Supply Agreenent dated January 25, 1996, the
Amended Agreenent For The Sale OF Water Between The Sonoma County
Wat er Agency and the Marin Minicipal Water District dated January
25, 1996, amendnents to these agreenents that have been approved
by the Water Advisory Commttee, or subsequent agreenents between
t he Agency and Marin Municipal that have been approved by the
Wat er Advisory Conmittee, the quantities of water required by
each such custoner for human consunption, sanitation and fire
protection as determ ned by the Agency after taking into
consideration all other sources of potable water then avail able
to said custoner;
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second, to the extent additional water is available to the
Agency, deliver such water to Agency's regul ar customners,
aut hori ze Agency's Russian River custoners to divert or redivert
such water, in proportion to the respective entitlenments set
forth in sections 3.1 and 3.2 and the agreenents between the
Agency and its Russian River custonmers, and deliver water to
Marin Munci pal pursuant to and to the extent required by the
Third Amended O f peak Water Supply Agreenent dated January 25,
1996, the Anended Agreenent For The Sal e of Water Between The
Sonoma County Water Agency and the Marin Minicipal Water District
dat ed January 25, 1996, anendnents to these agreenents that have
been approved by the Water Advisory Conmittee, or subsequent
agreenents between the Agency and Marin Muinicipal that have been
approved by the Water Advisory Comm ttee;

provi ded, however, that no custonmer shall receive under
t hese paragraphs "first" and "second” a total quantity of water
in excess of its reasonable requirenments or its said entitlenent
or contracted anount, whichever is |ess.

In the event of a tenporary inpairnment of the capacity of
the Transm ssion System by reason of natural disaster, sabotage
or other causes beyond the control of the Agency, the Agency
shall not be liable to any of its custoners for any damage
arising therefrom

I n such event the Agency shall:

first, deliver to each of its regular custoners the quantity
of water, not in excess of the respective entitlenents set forth
in sections 3.1 and 3.2, required by it for human consunpti on,
sanitation and fire protection as determ ned by the Agency after
taking into consideration all other sources of potable water then
avai |l abl e to said custoner;

second, to the extent additional Transmi ssion System
capacity is available to the Agency, deliver a quantity of water
to the regular custonmers in proportion to their respective
entitlements set forth in of section 3.1 and section 3.2
provi ded, however, that no regular custoner shall receive under
t hese paragraphs "first" and "second” a total quantity of water
in excess of its reasonable requirenments or its said entitlenent,
whi chever is |ess;

third, to the extent additional Transm ssion System capacity
is avail able, deliver water to regular customers in excess of
their entitlenments pursuant to subdivision (a) of section 3.3;

fourth, to the extent additional Transm ssion System
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capacity is available, deliver water to Marin Minicipal not in
excess of the delivery limtations in section 3.12;

fifth, to the extent additional Transm ssion System capacity
is avail able, deliver surplus water to the water contractors;

sixth, to the extent additional Transm ssion System capacity
is avail able, deliver surplus water to ot her Agency customers.

However, deliveries to Marin Minicipal shall not be reduced

or curtailed because of inadequate capacity in the new aqueduct
to be constructed generally paralleling the portion of the
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Pet al uma Agueduct that extends fromthe Ely Punping Plant to
Kast ani a Reservoir.

3.6 _Fire Fighting Service

Anything herein to the contrary notw t hstandi ng, the Agency
may furnish water for fire fighting from hydrants or standpi pes
on the Transm ssion System provi ded such service within two mles
of the corporate territory of a water contractor nay be furnished
only if and during the period of time said water contractor
consents thereto in witing. The Agency shall set fees
sufficient to recover the full cost of installing and
mai nt ai ni ng, and supplying water to, fire hydrants. All revenue
fromsuch fees shall be treated the same as noney received from
t he Operation and Mai ntenance Charge and shall be deposited and
paid out as set forth in Section 1.7 and subdivision (b) of
Section 4.1. Agency shall adopt service rules Iimting hydrant
wat er usage to fire suppression, fire training and limted
tenporary uses such as providing netered construction water.

3.7 CQuality of Water

(a) The Agency warrants that it will use its best efforts to
insure that all water delivered hereunder shall be of such purity
and quality required to nmeet m ni mum standards for human donestic
consunption fromtine to tinme established by the state and
federal governments. The Agency shall not be liable to any of
its custoners for any damage arising fromthe quality of water
that it delivers under this agreenent, except for danages based
on any breach of the warranty described in the preceding

sent ence.

(b) The paynent obligations of the water contractors set forth
in Part 4 shall not be affected in any manner by the quality of
the water delivered by the Agency hereunder.

3.8 Points of Delivery

Al'l water furnished to each water contractor hereunder shal
be delivered at the discharge flange of neters at turnouts owned
and mai ntai ned by the Agency. Turnouts in addition to those now
exi sting shall be constructed fromtinme to tine at such | ocations
as shall be agreed upon by the Agency and the water contractors
i nvol ved. Water delivered to Petalunma and North Marin at the
McNear neter station shall be delivered at a hydraulic gradient
of not less than 175 feet mean sea level. Turnouts installed for
regul ar customers shall be not |ess than 8 inches in dianeter.
Turnout installation charges shall be determned fromtinme to
time by resolution of the Board of Directors of the Agency and
shal | be payable by the custonmer prior to turnout installation by
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Agency.

3.9 R sk of Loss and Responsibility

Title and risk of loss with respect to all water delivered
her eunder shall pass fromthe Agency to the water contractor at
the point of delivery thereof as set forth in section 3.8. The
Agency shall not be responsible for the control, transm ssion,

di stribution, handling or use of water beyond the point of
delivery thereof. Each water contractor shall be responsible for
installing and mai ntaining any device it deens necessary to
reduce or regulate the pressure under which the water may be
del i vered hereunder.

3.10 Place of Use of Water Delivered to North Marin

(a) North Marin may exchange water delivered under this Agreenent
for an equal amount of water delivered to it by Marin Minicipal.

(b) Except as provided in subdivision (a) of this section, North
Marin shall not permt any water delivered under this Agreenent
to be used outside of its own distribution system service areas.

3.11 Measurenent

Al water delivered by the Agency fromthe Transmni ssion
System shal |l be neasured by neters installed and naintai ned by
t he Agency. The Agency shall test the accuracy of each nmeter not
| ess frequently than annually and provi de each water contractor
with a report of such test. Each water contractor shall have the
right at any time and at its expense to nake additional tests of
any neter. If a neter is found to be reading 2 percent or nore
fast or slow, it shall imrediately be repaired to bring it within
2 percent accuracy or be replaced by the Agency.

3.12 Marin Municipal Water Deliveries

The Agency, pursuant to the Third Amended O f peak Water
Supply Agreenent dated January 25, 1996 and the Anended Agreenent
For The Sale O Water Between The Sonoma County \Water Agency and
the Marin Municipal Water dated January 25, 1996, anmendnents to
t hese agreenents that have been approved by the Water Advisory
Comm ttee, or subsequent agreenents between the Agency and Marin
Muni ci pal that have been approved by the Water Advisory
Comm ttee, may deliver water to Marin Municipal when and to the
extent that the Transm ssion System has capacity in excess of
that required by Agency to supply its regular custoners the
entitlements set forth in sections 3.1 and 3.2. However
deliveries to Marin Minicipal shall not be reduced or curtailed
because of inadequate capacity in the new aqueduct to be
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constructed generally paralleling the portion of the Petal uma
Agqueduct that extends fromthe Ely Punping Plant to Kastania
Reservoir.

The maxi mnum delivery rate to Marin Minicipal between May 1
and Cctober 31 shall not exceed 12.8 ngd. The total quantity of
wat er delivered to Marin Miunicipal in any fiscal year shall not
exceed 14,300 acre feet. Deliveries of water to Marin Minici pal
shall be made either through a separately nmetered turnout or
through North Marin's nmetered turnout(s). |If water is delivered
through North Marin's nmetered turnout(s), then North Marin shal
mai ntain in good repair and calibration netered turnouts at
points of delivery fromits systeminto Marin Minicipal's system
and shall read such neters on or about the end of each nonth and
provi de to Agency an accounting of water delivered during the
preceding nonth to Marin Municipal. |n nmaking such accounting,
North Marin shall deduct fromthe total of water delivered to
Marin Munici pal any exchange water as provided in section 3.10 of
this agreenent and any water produced by North Marin and
delivered to Marin Minicipal.
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PART 4 - CHARGES AND PAYMENTS

4.1 Separate Charges and Funds

(a) On or before April 30 preceding each fiscal year during
whi ch any of the follow ng charges are payable, the Agency w |
establish the amount of the follow ng charges for the ensuing
fiscal year:

t he Operation and Mai ntenance Charge,

t he Santa Rosa Aqueduct Capital Charge,
the Forestville Aqueduct Capital Charge,
t he Sonoma Aqueduct Capital Charge,

t he Petal una Aqueduct Capital Charge,

t he Agueduct Facilities Revenue Bonds
Char ge,

the Storage Facilities Revenue Bonds Charge,
t he Conmon Facilities Revenue Bonds

Char ge.

the North Marin Revenue Bonds Charge.
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(b) Al nonies received in paynent of said charges shall be
received, allocated and paid out pursuant to Ordinance No. 1 and
to the Subordi nated Bond Ordi nance. The Agency agrees to

mai ntai n separate funds into which all noney received by it from
t he Agency Fund under Ordinance No. 1 and the Subordi nated Agency
Fund under the Subordi nated Bond O di nance shall be deposited and
from whi ch di sbursenent shall be nmade as herein provided. Al

i nterest earned by each of said funds shall be credited to said
fund.

(c) In establishing each of said charges, the Agency shal
assunme that the quantity of water (other than surplus water) to
be delivered fromeach aqueduct of the Transm ssion System shal
be the sane as the anpunt of water delivered from said aqueduct
during the twel ve nonths precedi ng such establishnent, or the
aver age annual anount of water delivered during the preceding 36
nont hs, whi chever is |ess.

| f because of drought or other water-supply reduction, state or
federal order, or other simlar condition, the Agency anticipates
that any such quantities will not be predictive of future usage,
the Agency may use a different anbunt with the prior approval of
the Water Advisory Conmittee.

4.2 (peration and Mi nt enance Charge

(a) The Operation and Mai ntenance Charge shall be a uniform
annual charge per acre foot and shall be paid by all regular
custoners for all water delivered fromthe Transm ssion System
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(b) The aggregate anpbunt of noney to be received by the Agency
fromthe Operation and Mai ntenance Charge for each fiscal year
shall be sufficient to produce water sale revenues to cover the
Agency's estimate of its operation and naintenance costs for such
fiscal year, including a reasonable allowance for usual
contingencies and errors in estimation, to accunul ate and

mai ntain a prudent reserve in an anount determned fromtine to
time by the Water Advisory Committee, and to produce additional
revenues in amounts determned fromtine to tinme by the Water
Advi sory Committee to pay the capital costs of common facilities
and storage facilities pursuant to subdivision (c) of this

secti on.

(c) Al noney received by the Agency in paynent of the Operation
and Mai nt enance Charge shall be deposited and paid out as set
forth in section 1.7, and subdivision (b) of section 4.1. After
maki ng the paynents required by section 1.7, Ordinance No. 1 and
t he Subordi nated Bond Ordi nance, remaining noney received from

t he Operation and Mai ntenance Charge nmay be used to pay the
Agency's operation and mai nt enance expenses, and to fund a
prudent reserve for those expenses. Money received fromthe
Operation and Mai ntenance Charge in excess of that necessary for
operation and nai nt enance expenses and to mai ntain a prudent
reserve may fromtinme to tine be disbursed as provided in section
4.9 to pay capital costs of common facilities and storage
facilities. |If noney received fromthe Qperation and Mi nt enance
Charge is appropriated for expenditure for storage facilities,
the funds shall be transferred to the storage facilities Revenue
Bonds fund referred to in subsection (d) of section 4.11. At the
time of the transfer, an amount shall also be transferred to
North Marin's account established pursuant to subsection (c) of
section 4.8, which amobunt shall bear the sanme proportion to the
anount transferred to the storage facilities Revenue Bonds fund
that the total amount payable by North Marin for the Operation
and Mai ntenance Charge in the prior fiscal year bears to the
total operation and mai nt enance revenue received by the Agency
from sources other than North Marin pursuant to sections 3.6,

4.2, 4.14, 4.15 and 4.16 during the prior fiscal year.

4.3 Santa Rosa Aqueduct Capital Charge

(a) The Santa Rosa Aqueduct Capital Charge shall be a uniform
annual charge per acre foot and shall be paid by all the Agency's
regul ar customers for all water delivered directly fromthe Santa
Rosa Aqueduct except for surplus water and except as provided in
section 4.16. For the purpose of this section, the first 3.5 ngd
of water delivered to Santa Rosa fromreach 1 of the Sonoma
Agueduct shall be deenmed to have been delivered fromthe Santa
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Rosa Aqueduct .

(b) The aggregate anobunt to be received by the Agency fromthe
Santa Rosa Aqueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on Series A B
and C of the Agency's 1955 Bonds.

(c) Subject to the provisions of section 1.7, no di sbursenent
shall be made fromthe Santa Rosa Aqueduct capital fund except
for the paynment of said principal and interest so |long as
paynents for such principal and interest are due.

(d) If at the end of any fiscal year the balance in the Santa
Rosa Aqueduct capital fund is insufficient to neet said principal
and interest paynents for the ensuing fiscal year, Santa Rosa
shal |, before August 1, pay to the Agency as an additional charge
for water delivered an anmount equal to such deficit.

(e) |If, after all paynents on Series A, B and C of the Agency's
1955 Bonds have been made, Agency decides to i ssue a new series
or issue of Revenue Bonds to finance major replacenents of
portions or all of the Santa Rosa Aqueduct, or with the approval
of the Water Advisory Committee the Agency decides to |levy a
Sant a Rosa Aqueduct Capital Bonds Charge to produce revenue to
finance major replacenents of portions or all of the Santa Rosa
Agueduct, then the aggregate anmobunt to be received by the Agency
fromthe Santa Rosa Aqueduct Capital Charge for each fiscal year
shall be sufficient to produce water sale revenues to pay the
principal and interest paynents for the ensuing fiscal year on
said series or issue of Revenue Bonds and to produce additional
revenues in amounts determned fromtine to time by the Water
Advi sory Conmmittee to pay the capital costs of aqueduct
facilities.

4.4 Forestville Agueduct Capital Charage

(a) The Forestville Aqueduct Capital Charge shall be a uniform
annual charge per acre foot and shall be paid by all the Agency's
regul ar customers for all water delivered directly fromthe
Forestvill e Aqueduct except for surplus water and except as
provided in section 4.16. For the purpose of this section, al
wat er delivered to Forestville pursuant to this agreenent shal

be deened to have been delivered fromthe Forestville Aqueduct.

(b) The aggregate anobunt to be received by the Agency fromthe
Forestvill e Aqueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on Series E of
t he Agency's 1955 Bonds.
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(c) Subject to the provisions of section 1.7, no di sbursenent
shall be made fromthe Forestville Aqueduct capital fund except
for the paynment of said principal and interest so |long as
paynents for such principal and interest are due.

(d) If at the end of any fiscal year the balance in the
Forestvill e Aqueduct capital fund is insufficient to neet said
princi pal and interest paynents for the ensuing fiscal year,
Forestville shall, before August 1, pay to the Agency as an
additional charge for water delivered an anount equal to such
deficit.

(e) |If, after all paynents on Series E of the Agency's 1955
Bonds have been made, Agency decides to issue a new series or

i ssue of Revenue Bonds to finance major replacenents of portions
or all of the Forestville Aqueduct, or with the approval of the
Wat er Advisory Conmittee the Agency decides to levy a Forestville
Agqueduct Capital Bonds Charge to produce revenue to finance major
repl acenents of portions or all of the Forestville Agueduct, then
t he aggregate anount to be received by the Agency fromthe
Forestvill e Aqueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on said series
or issue of Revenue Bonds and to produce additional revenues in
anounts determned fromtinme to tine by the Water Advi sory
Commttee to pay the capital costs of aqueduct facilities.

4.5 Sonoma Aqueduct Capital Charge

(a) The Sonoma Aqueduct Capital Charge shall be a uniform annual
charge per acre foot and shall be paid by all the Agency's
regul ar customers for all water delivered directly fromthe
Sonoma Aqueduct except for surplus water and except as provided

i n subdivision (a) of section 4.3 and in section 4.16.

(b) The aggregate anobunt to be received by the Agency fromthe
Sonoma Aqueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on Series F of
t he Agency's 1955 Bonds.

(c) Subject to the provisions of section 1.7, no di sbursenent
shall be made fromthe Sonona Aqueduct capital fund except for
t he paynment of said principal and interest so |long as paynents
for such principal and interest are due.

(d) If at the end of any fiscal year the balance in the Sonoma
Agqueduct capital fund is insufficient to nmeet said principal and
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i nterest paynents for the ensuing fiscal year, an additional
charge for water delivered in an anount equal to such deficit
shall be paid to the Agency before August 1 by Sonona and Val |l ey
of the Moon. The share of such additional charge to be paid by
each of said water contractors shall be proportionate to the

di fference between the base share conponent and the sum of
paynents nade by said water contractor during said fiscal year.
The base share conponent allocated to a water contractor is the
nunber obtained by nmultiplying the said total principal and
interest paynment for said fiscal year by said water contractor's
monthly entitlement set forth in subdivision (a) of section 3.1
and by dividing by the total of said nonthly entitlenments for al
wat er contractors being served fromthe Sonoma Aqueduct.

(e) |If, after all paynments on Series F of the Agency's 1955
Bonds have been made, Agency decides to issue a new series or

i ssue of Revenue Bonds to finance major replacenents of portions
or all of the Sonoma Aqueduct, or with the approval of the Water
Advi sory Commttee the Agency decides to | evy a Sonoma Aqueduct
Capital Charge to produce revenue to finance major replacenents
of portions or all of the Sonoma Aqueduct, then the aggregate
anount to be received by the Agency fromthe Sonoma Agueduct
Capital Charge for each fiscal year shall be sufficient to
produce water sale revenues to pay the principal and interest
paynents for the ensuing fiscal year on said series or issue of
Revenue Bonds and to produce additional revenues in anounts
determned fromtinme to tinme by the Water Advisory Conmttee to
pay the capital costs of aqueduct facilities.

4.6 Petalum Aqueduct Capital Charge

(a) The Petal uma Aqueduct Capital Charge shall be a uniform
annual charge per acre foot and shall be paid by North Marin,
Pet al uma, Cotati and Rohnert Park for all water delivered under
this agreenent except for surplus water and except as provided in
section 4.16, irrespective of the agqueduct on which a turnout is
| ocated, and shall be paid by all other regular custoners for al
wat er delivered fromthe Petal uma Aqueduct.

(b) The aggregate anopunt to be received by the Agency fromthe
Pet al uma Agueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on Series D and
G of the Agency's 1955 Bonds.

(c) Subject to the provisions of section 1.7, no di sbursenent
shall be made fromthe Petal uma Agqueduct capital fund except for
t he paynment of said principal and interest so |long as paynents
for such principal and interest are due.
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(d) If at the end of any fiscal year, the balance in the
Pet al uma Agqueduct capital fund is insufficient to neet said
princi pal and interest paynments for the ensuing fiscal year, an
addi tional charge for water delivered in an anount equal to such
deficit shall be paid to the Agency before August 1 by Petal um,
North Marin, Cotati and Rohnert Park. The share of such

addi tional charge to be paid by each of said water contractors
shal |l be proportionate to the difference between the base share
conponent and the sum of paynments nade by said water contractor
during said fiscal year. The base share conponent allocated to a
wat er contractor is the nunber obtained by multiplying said total
princi pal and interest paynment for said fiscal year by said water
contractor's nonthly entitlenment set forth in subdivision (a) of
section 3.1 and by dividing by the total of all said nonthly
entitlements for all water contractors being served fromthe
Pet al uma Agqueduct .

(e) |If, after all paynments on Series D and G of the Agency's
1955 Bonds have been made, Agency decides to i ssue a new series
or issue of Revenue Bonds to finance or ngjor replacenents of
portions or all of the Petal una Aqueduct, or with the approval of
the Water Advisory Conmittee the Agency decides to levy a
Pet al uma Agueduct Capital Charge to produce revenue to finance
maj or replacenments of portions or all of the Petal una Aqueduct,

t hen the aggregate anount to be received by the Agency fromthe
Pet al uma Aqueduct Capital Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the principal
and interest paynents for the ensuing fiscal year on said series
or issue of Revenue Bonds and to produce additional revenues in
anounts determned fromtinme to tine by the Water Advi sory
Commttee to pay the capital costs of aqueduct facilities.

4.7 Alocation of Capital Costs to North Marin

(a) The capital costs of the Intertie Aqueduct, renaining
facilities, and the Potter Valley Project, or the portion thereof
that is to be acquired pursuant to Section 2.4 hereof, shall be
all ocated to North Marin in proportion to the follow ng rati os:

Facility Ratio
1. Interti e Aqueduct, Reach 1 11.2/70.4
2. Interti e Aqueduct, Reach 2 11.2/68.9
3. Interti e Aqueduct, Reach 3 11.2/58.9
4. Storage facilities - 0-
5. Common facilities 11.2/90.4
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(b) The portions of the capital costs of the additional
facilities allocated to North Marin are as foll ows:

Facility Ratio

1. 2nd pipeline, generally paralleling

Interti e Agqueduct reach 1 8.7/55.8
2. 2nd pipeline, generally paralleling

Interti e Agqueduct reach 2 8.7/55.8
3. 2nd pipeline, generally paralleling

Interti e Aqueduct reach 3a 8.7/55.8
4. 2nd pipeline, generally paralleling

Intertie Pipeline reach 3b and 3c 8.7/42. 4
5. 2nd pipeline, generally paralleling

Pet al uma Agqueduct fromits junction with

Interti e Aqueduct to Kastania Reservoir 5.1/38.8
6. 2nd pipeline, generally paralleling

Sonoma Aqueduct - 0-
7. Storage Facilities - 0-
8. Russian River Water Production Facilities 8.7/55.8
9. Al Common Facilities except Russian

Ri ver Water Production Facilities, but

including the Potter Valley Project 19.9/146. 2

4.8 Remmnining Facility., Additional Facility and Repl acenent
Facility Capital Cost Paynents by North Mirin

The portion of the capital costs of the facilities allocated
to North Marin pursuant to section 4.7 shall be recovered by the
Agency as foll ows:

(a) Each tinme the Agency decides to issue further series or

i ssues of Revenue Bonds to finance the capital costs of
constructing or acquiring any remaining facilities, additional
facilities, or replacenent facilities, or acquiring all or part
of the Potter Valley Project, the Agency shall, prior to
initiating the procedures for the issuance of such Revenue Bonds,
notify North Marin of the Agency's estimate of the total cost of
the remaining facilities, replacenent facilities, additional
facilities, or Potter Valley Project acquisition proposed to be
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financed by said series or issues of Revenue Bonds and of North
Marin's portion of the cost allocated in accordance with section
4.7. North Marin shall have the right, at its election, to pay
North Marin's portion, or any part or parts thereof, of the cost
of such remaining facilities, replacenent facilities, additional
facilities, or Potter Valley Project acquisition in cash,

provi ded, however, that North Marin shall nake its election on or
before such date as the Agency shall specify, which date wl|
gi ve the Agency sufficient tinme to determ ne the anmount of
Revenue Bonds to be sold, but shall not be earlier than 30 days
after said notification. |If North Marin elects to nake a cash
paynent, it shall do so on the date the Revenue Bonds are sold or
on such later date as the Agency may agree upon and which w ||
neverthel ess enable the Agency to neet its obligations for said
construction or acquisition. |If North Marin elects to nmake a
cash paynent, the anount payable shall exclude interest during
construction and financing charges.

(b) Upon conpletion of the construction or acquisition referred
to in subdivision (a) of this section, any deficency in the
anount theretofore paid or credited and the actual anount of
North Marin's portion thereof shall be paid by North Marin to the
Agency.

(c) Al paynments nade by North Marin pursuant to subdivisions
(a) and (b) of this section shall be deposited in a separate
account fromwhich the Agency will make di sbursenents only to
make paynents that otherw se nust be nmade by revenues received
fromthe North Marin Revenue Bonds Charge, or for the Agency's
expenses in constructing the remaining facilities, additional
facilities, and replacenent facilities or in acquiring all or
part of the Potter Valley Project, up to the proportionate
anounts allocated to North Marin utilizing the ratios contained
in section 4.7. The bal ance of the account shall earn interest
at the Sonoma County Treasurer's pooled investnent fund rate,

whi ch interest incone shall be credited to the account on June 30
of each year. Any surplus funds in the account shall be paid to
North Marin within 30 days of receipt of a witten request

t heref or.

4.9 Pavnent of Remmining Facilities, Additional Facilities,
Repl acenent _Facilities and Potter Valley Project Capital Costs

(a) The capital costs of remaining facilities, additional
facilities, replacenent facilities and Potter Valley Project,
except the portions thereof paid by North Marin pursuant to
section 4.8, shall be paid by the Agency with cash avail abl e
pursuant to sections 4.2, 4.10, 4.11 and 4.12, subdivision (b) of
section 4.15, and, if the Board of Directors of the Agency

deci des to i ssue Revenue Bonds, with the proceeds fromthe sale
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of Revenue Bonds. The Agency may sell Revenue Bonds to the
extent necessary to pay for said capital costs, to establish bond
reserves and to pay all expenses incurred in the issuance of such
bonds.

(b) Fromtinme to tine the Agency shall determ ne the percentage
of the Revenue Bonds that are attributable to aqueduct
facilities, storage facilities, conmmon facilities, and North
Marin's capital costs. |In making these cal cul ations, the Agency
shall not include in the portions of the Revenue Bonds that are
attributable to aqueduct facilities, storage facilities and
common facilities, the portions of the Revenue Bonds, if any,
that are attributable to North Marin's capital costs. The Agency
shall not include any capital costs for which North Marin paid
cash pursuant to section 4.8, or the costs of any major

repl acenent facilities financed pursuant to subdivisions (e) of
sections 4.3, 4.4, 4.5 and 4.6, in these cal cul ations.

4.10 Agueduct Revenue Bonds Charges

(a) Agqueduct Revenue Bonds Charges shall be annual charges per
acre foot set for each aqueduct as provided in subdivision (b) of
this section and shall be paid by all regular custonmers of the
Agency except North Marin for all water delivered fromthe
Transm ssi on System except surplus water. For the purpose of
this section only, all water delivered to Santa Rosa shall be
deened to be delivered fromthe Santa Rosa Aqueduct, all water
delivered to Rohnert Park, Cotati and Petal uma shall be deened to
be delivered fromthe Petal uma Aqueduct, all water delivered to
Forestville shall be deened to be delivered fromthe Forestville
Aqueduct, and all water delivered to Sonona and Val l ey of the
Moon shall be deened to be delivered fromthe Sononma Aqueduct.

(b) The aggregate anobunt to be received by the Agency fromthe
vari ous Aqueduct Revenue Bonds Charges for each fiscal year shal
be sufficient to produce water sale revenues to pay the Agency's
Revenue Bond obligations (after crediting any projected paynents
to be made pursuant to subdivisions (e) of sections 4.3, 4.4, 4.5
and 4.6) for such fiscal year tines the percentage for aqueduct
facilities determ ned pursuant to subdivision (b) of section 4.9,
and to produce additional revenues in amounts determ ned from
time to tine by the Water Advisory Comrittee to pay the capital
costs of aqueduct facilities pursuant to subdivision (c) of this
section. The aggregate anount shall be allocated to the
respective aqueducts based on the foll ow ng cost distribution
ratios applied to the estimated, or when known, actual capital
costs for the various aqueduct facilities:

Facility Rati o
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Interti e Aqueduct

Interti e Aqueduct

reach 1

reach 2

Sant a Rosa Aqueduct
Pet al uma Agueduct
Sonoma Aqueduct
Forestvill e Aqueduct

Sant a Rosa Aqueduct
Pet al uma Agueduct
Sonoma Aqueduct
Forestvill e Aqueduct
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Agueduct reach 3

Sant a Rosa Aqueduct 20.0/47.7
Pet al uma Agueduct 19.7/47.7
Sonoma Aqueduct 8.0/47.7
Forestvill e Aqueduct - 0-

2nd pipeline, generally paralleling Intertie Aqueduct,
reach 1, reach 2 and reach 3a

Sant a Rosa Aqueduct 6.6/ 55.8
Pet al uma Agueduct 20.9/55.8
Sonoma Aqueduct 6.8/ 55.8
Forestvill e Aqueduct - 0-

2nd pipeline, generally paralleling Intertie Aqueduct,
reach 3b and 3c

Sant a Rosa Aqueduct - 0-
Pet al uma Agueduct 20.9/42. 4
Sonoma Aqueduct - 0-
Forestvill e Aqueduct - 0-

2nd pipeline, generally paralleling Petaluma Agqueduct fromits
junction with the Intertie Agueduct to Kastania Reservoir

Sant a Rosa Aqueduct - 0-
Pet al uma Agueduct 20.9/38.8
Sonoma Aqueduct - 0-
Forestvill e Aqueduct - 0-

2nd pipeline, generally paralleling Sonoma Agueduct

Sant a Rosa Aqueduct - 0-
Pet al uma Agueduct - 0-
Sonoma Aqueduct 6.8/6.8
Forestvill e Aqueduct - 0-

(These ratios are determned with the allocations in section 4.7
of capital costs to North Marin, and with the foll ow ng
all ocations to common facilities:

2nd pipeline generally paralleling reaches 1, 2 and 3a of
the Intertie Aqueduct: 12.8/55.8

2nd pipeline generally paralleling reach 3b and 3c of the
Intertie Aqueduct: 12.8/42.4

2nd pipeline generally paralleling the Petal una Aqueduct fromits
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junction with the Intertie Agueduct to Kastania Reservoir:
12. 8/ 38. 8)

(c) Al noney received by the Agency in paynent of Intertie
Agueduct Revenue Bonds Charge shall be deposited and paid out as
set forth in Section 1.7 and subdivision (b) of section 4.1.
After making the paynments required by section 1.7, Odinance No.
1, and the Subordi nated Bond Ordi nance, renaining noney received
fromthe Intertie Aqueduct Revenue Bonds Charge may be di sbursed
fromtime to tinme to pay pursuant to subdivision (a) of section
4.9 the portions of the capital costs of the remaining
facilities, additional facilities and replacenent facilities

whi ch are al so aqueduct facilities that are not allocated to
North Marin in section 4.7.

(d) If at the end of any fiscal year the balance in the Intertie
Agueduct Revenue Bonds fund is insufficient to neet said Revenue
Bond obligations for the ensuing fiscal year attributed to the
Interti e Aqueduct, Agency will determne the deficits in the
paynent received by it for deliveries fromthe Santa Rosa,
Pet al uma, Sonoma and Forestville aqueducts respectively. Before
August 1 of the following fiscal year, additional charges for

wat er delivered in amounts equal to the deficits with respect to
the Santa Rosa and Forestville aqueducts shall be paid by Santa
Rosa and Forestville respectively. Additional charges for water
delivered in an amount equal to the deficit with respect to the
Sonoma Aqueduct shall be paid by Sonoma and Vall ey of the Mon in
t he manner provided in subdivision (d) of section 4.5.

Addi tional charges for water delivered in an anount equal to the
deficit with respect to the Petal una Aqueduct shall be paid by
Rohnert Park, Cotati and Petaluma in the manner provided in

subdi vision (d) of section 4.6 excluding North Marin.

4.11 Storage Facilities Revenue Bonds Charge

(a) The Storage Facilities Revenue Bonds Charge shall be a

uni form annual charge per acre foot and shall be paid by al
regul ar customers of the Agency for all water delivered fromthe
Transm ssi on System except surplus water, provided however, that
North Marin shall not be obligated to pay any Storage Facilities
Revenue Bonds Charge if North Marin maintains storage reservoirs
within its systemwith a total capacity equal to or greater than
one and one-half times the average daily vol une of water
delivered by the Agency to North Marin during the previous July
with the highest water delivery to North Marin.

(b) The aggregate anobunt to be received by the Agency fromthe
Storage Facilities Revenue Bonds Charge for each fiscal year
shall be sufficient to produce water sale revenues to pay the
Agency's Revenue Bond obligations for such fiscal year (after
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crediting any projected paynents to be made pursuant to

subdi visions (e) of sections 4.3, 4.4, 4.5 and 4.6) tines the
percentage for storage facilities determ ned pursuant to

subdi vision (b) of section 4.9, and to produce additional
revenues in amounts determned fromtine to time by the Water
Advi sory Committee to pay the capital costs of storage facilities
pursuant to subdivision (c) of this section.

(c) Al noney received by the Agency in paynment of the Storage
Facilities Revenue Bonds Charge shall be deposited and pai d out
as set forth in section 1.7, and subdivision (b) of section 4. 1.
After making the paynments fromthe storage facilities Revenue
Bonds fund required by section 1.7, Ordinance No. 1, and the
Subor di nat ed Bond Ordi nance, remai ning noney in said fund nay be
di sbursed fromtinme to tine to pay capital costs of remaining
facilities, additional facilities and replacenent facilities that
al so are storage facilities, pursuant to section 4.9.

(d) If at the end of any fiscal year the balance in the storage
facilities Revenue Bonds fund is insufficient to neet said
Revenue Bond obligations for such fiscal year attributed to the
storage facilities, each water contractor except North Marin
will, before August 1, pay to the Agency an additional charge per
acre foot for all water delivered to it during the fiscal year
whi ch additional charge when nmultiplied by all acre feet sold to
regul ar customers except North Marin shall be equal to said
deficit.

4.12 Common Facilities Revenue Bonds Charge

(a) The Common Facilities Revenue Bonds Charge shall be a

uni form annual charge per acre foot and shall be paid by al
regul ar customers of the Agency except North Marin for all water
delivered fromthe Transm ssion System except surplus water.

(b) The aggregate anobunt to be received by the Agency fromthe
Common Facilities Revenue Bonds Charge for each fiscal year shal
be sufficient to produce water sale revenues to pay the Agency's
Revenue Bond obligations for such fiscal year (after crediting
any projected paynents to be made pursuant to subdivisions (e) of
sections 4.3, 4.4, 4.5 and 4.6) tines the percentage for common
facilities determ ned pursuant to subdivision (b) of section 4.9.

(c) Al noney received by the Agency in paynent of the Comon
Facilities Revenue Bonds Charge shall be deposited and pai d out
as set forth in section 1.7 and subdivision (b) of section 4.1.
After making the paynments required by section 1.7, Odinance No.
1, and the Subordi nated Bond Ordi nance, additional noney received
fromthe Comon Facilities Revenue Bonds Charge may be di sbursed
fromtime to tinme pursuant to subdivision (a) of section 4.9 to
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pay the portions of the capital costs of remaining facilities,
additional facilities, replacenent facilities and the Potter
Val l ey Project that also are comon facilities and that are not
all ocated to North Marin in section 4.7, and to satisfy the
requi renents of section 6.04 of Ordinance No. 1 if the anount of
noney received fromthe charge established by section 4.2 is
insufficient in any fiscal year.

(d) If at the end of any fiscal year the balance in the comon
facilities Revenue Bonds fund is insufficient to neet the
Agency's Revenue Bond obligations for such fiscal year on the
Revenue Bonds attributed to comon facilities, each water
contractor except North Marin shall, before August 1, pay to the
Agency an additional charge per acre foot for water delivered to
it during the fiscal year, which additional charge when
multiplied by all acre feet sold to the water contractors shal
be equal to said deficit.

4.13 North Marin Revenue Bonds Charge

(a) The North Marin Revenue Bonds Charge shall be a uniform
annual charge per acre foot and shall be paid by North Marin for
all water delivered to it fromthe Transm ssion System except
sur pl us water.

(b) The aggregate anobunt to be received by the Agency fromthe
North Marin Revenue Bonds Charge for each fiscal year shall be
sufficient to produce water sale revenues to pay the Agency's
Revenue Bond obligations for such fiscal year (after crediting
any projected paynents to be made pursuant to subdivisions (e) of
sections 4.3, 4.4, 4.5 and 4.6) tines the percentage for North
Marin's capital costs determ ned pursuant to subdivision (b) of
section 4.9.

(c) Al noney received by the Agency in paynent of North Marin
Revenue Bonds Charge shall be deposited and paid out as set forth
in section 1.7 and subdivision (b) of section 4.1. After naking
any paynments required by section 1.7, Odinance No. 1, and the
Subor di nat ed Bond Ordi nance, additional noney received fromthe
North Marin Revenue Bonds charge shall be deposited in the
separate account described in subdivision (c) of section 4.8.

(d) If at the end of any fiscal year the balance in the separate
fund described in subdivision (c) of section 4.8 is insufficient
to meet the portion of the Agency's Revenue Bond obligations for
such fiscal year on the Revenue Bonds attributed to North Marin's
capital costs, North Marin will, before August 1, pay to the
Agency an additional charge per acre foot for water delivered to
it during the fiscal year, which additional charge when
multiplied by all acre feet sold to North Marin shall be equal to
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said deficit.

(e) If any noney received pursuant to the Comon Facilities
Revenue Bonds Charge is used pursuant to subdivision (c) of
section 4.12 to satisfy the requirenents of section 6.04 of
Ordinance No. 1, then the North Marin Revenue Bonds Charge shal
be increased by the appropriate anmobunt so that North Marin pays
its appropriate share of such requirenents.

(f) If North Marin has not maintained storage reservoirs within
its systemw th at |east the capacity required by subdivision (a)
of section 4.11, and if, as a result, the Agency constructs
addi ti onal storage, then the North Marin Revenue Bonds charge
shal | be increased by an anmount sufficient to pay for the capital
costs or Revenue Bonds costs of such additional storage.

4.14 Power Revenues

Al power fromthe Warm Springs Hydroel ectric Project and
the Potter Valley Project shall be applied to the operation of
the Transm ssion Systemor shall be sold, as the Agency shal
fromtime to tine determne. All revenues arising fromthe
operation of these projects shall be treated the sane as noney
received fromthe Operation and Mai ntenance Charge and shall be
deposited and paid out as set forth in section 1.7 and
subdi vision (b) of section 4. 1.

4.15 Pavnent for Surplus Water and Water Sold To Marin Minici pal

(a) The Agency will sell surplus water at a price per acre foot
of not less than 120% of the then current QOperation and

Mai nt enance Charge. All revenue fromthe sale of surplus water
shall be treated the sane as noney received fromthe Qperation
and Mai nt enance Charge and shall be deposited and paid out as set
forth in section 1.7 and subdivision (b) of section 4.1.

(b) Water delivered to Marin Minicipal shall be sold at a per
acre foot price that shall not be |less than the sum of the
Operation and Mi ntenance Charge determ ned pursuant to section
4.2, the Russian River Conservation and Russian River Projects
Charges determ ned pursuant to section 4.17, and a capital
charge. For the Third Amended O f peak Water Supply Agreenent

dat ed January 25, 1995, or any anendnent to that agreenent that
has been approved by the Water Advisory Conmittee, the capital
charge shall be the total of all charges paid to Agency by Marin
Muni ci pal mnus the sum of the Operation and Mai ntenance Charge
and the Russian River Conservation and Russian River Projects
Charges. For the Anmended Agreenent For The Sal e of Water Between
t he Sonoma County WAter Agency and Marin Minicipal Water District
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dat ed January 25, 1996, or any anendnent to that agreenent that
has been approved by the Water Advisory Conmittee, the capital
charge shall be the charge established by paragraph b. of Section
10 of that agreenent. Any subsequent agreenent between the
Agency and Marin Municipal for the sale of water to be
transported through the Transm ssion System pursuant to Section
3.12 shall specify the capital charge that applies to this
section of this agreenent. Al noney received by the Agency from
the Operation and Mai ntenance Charge on water sold to Marin
Muni ci pal shall be credited to the operation and mai nt enance
fund. All noney received by the Agency fromthe Russian River
Conservation and Russian River Projects Charges on water sold to
Marin Municipal shall be credited to the Russian River Projects
Fund and shall be used only for the purposes set forth in
subsection (aa) of Section 1.1. The bal ance of the noney

recei ved by the Agency fromwater sold to Marin Minicipal shal
be deposited and paid out as set forth in Section 1.7, and

subdi vision (b) of Section 4.1. After making the paynents
required by Section 1.7, Ordinance No. 1 and the Subordi nated
Bond Ordi nance, additional noney received may be disbursed from
time to tine to pay the capital costs of storage facilities or
common facilities authorized to be constructed in section 2.2,
provi ded, however, that only the noney received from $31. 50 per
acre foot of the capital charge (which rate is based on the
Agency's past and projected future capital investnent in storage
facilities) may be used to pay the capital costs of new storage
facilities.

4.16 M ninmum Paynents by Other Agency Custoners

Anything herein to the contrary notw t hstandi ng, the Agency
will not sell any water to be delivered through the Transm ssion
System (ot her than surplus water) to any other agency custoner at
a total price per acre foot that is |ess than 120% of the highest
price per acre foot then currently being paid by any water
contractor. The respective conponents of said price shall be
credited to the appropriate fund referred to in subdivision (a)
of section 4.1 and the excess shall be credited to the aqueduct
capital fund for the aqueduct fromwhich service is taken.

4.17 Pavnent of Russian River Conservation Charge and Russi an
Ri ver Projects Charge by North Mrin

In addition to the other charges provided for in this Part,
North Marin shall pay the follow ng additional per-acre-foot
char ges:

(a) A Russian River Conservation Charge shall be paid in lieu of

the property taxes |evied by the Agency on property in Sonoma
County, to pay the capital, operation and nai ntenance costs
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associated with the Warm Springs Dam Project. The Russian River
Conservation Charge shall be a charge per acre foot of water
delivered to North Marin hereunder, except surplus water. The
charge shall be determ ned annually on or before April 30
precedi ng each fiscal year and shall be payable by North Marin
during the ensuing fiscal year. The Russian River Conservation
Charge shall be determned by multiplying the tax rate | evied by
the Agency in the then current fiscal year to pay the costs
associated with the Warm Springs Dam Project tines the assessed
val ue of secured and unsecured property situated within Cotati,
Pet al uma, Rohnert Park, Santa Rosa, Sonoma, Forestville and
Val | ey of the Mbon and dividing the product by the total nunber
of acre feet of water delivered to Cotati, Petal uma, Rohnert
Park, Santa Rosa, Sononm, Forestville and Valley of the Mon
pursuant to section 3.1 and 3.3 during the twelve nonth period
endi ng on March 31. Al noney received by the Agency fromthe
Russi an Ri ver Conservation Charge on water sold to North Marin
shall be credited to the Russian R ver Projects Fund and shall be
used only for the purposes set forth in subsection (aa) of
section 1.1.

(b) A Russian River Projects Charge shall be paid in lieu of the
property taxes |levied on property in Sonoma County and ot her
Agency general fund nonies which are transferred to the Agency's
Russi an Ri ver Projects Fund and expended for the purposes
enunerated in subsection (aa) of section 1.1. The Russian R ver
Projects Charge shall be effective on the first day of the first
nmonth follow ng the effective date of this Agreenment and shal
thereafter be determi ned annually on or before April 30 preceding
each fiscal year and shall be payable by North Marin during the
ensuing fiscal year. The Russian River Projects Charge shall be
determ ned by dividing the total anobunt of Agency noni es expended
fromthe Agency's Russian River Projects Fund in the preceding
ten fiscal years, exclusive of the funds contributed to the Fund
by North Marin and Marin Minicipal Water District, and interest
earnings attributable to funds contributed by North Marin and
Marin Municipal Water District, by the sumof the total acre-feet
of water delivered by the Agency to Cotati, Petaluma, Rohnert
Park, Santa Rosa, Sononm, Forestville and Valley of the Mon
pursuant to Sections 3.1 and 3.3 of this agreenent during the
preceding ten fiscal years and nultiplying the quotient by the
ratio that the assessed val ue of secured and unsecured property
situated within Cotati, Petaluma, Rohnert Park, Santa Rosa,
Sonoma, Forestville and Valley of the Moon bears to the assessed
val ue of all secured and unsecured property w thin Sonoma County,
provi ded, however, in no event shall the Russian River Projects
Charge exceed $20.00 per acre-foot. The Agency shall keep proper
books, records and accounts in which conplete and accurate
entries shall be made of all Agency general fund nonies
transferred to the Agency's Russian River Projects Fund and al
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expenditures made fromthe fund for the purposes set forth in
subsection (aa) of section 1.1. The Agency shall maintain a
separate account within the Russian River Projects Fund for
Russi an Ri ver Projects Charges paid by North Marin and Marin
Muni ci pal Water District. Mnies expended fromthe Russian River
Projects Fund shall be deened to have been expended fromthe
North Marin and Marin Municipal Water District account in the
proportion that the bal ance of that account bears to the total
Russi an Ri ver Projects Fund bal ance at the end of the fiscal year
guarter preceding the expenditure. Al noney received by the
Agency fromthe Russian River Projects Charge on water sold to
North Marin shall be credited to the Russian R ver Projects Fund
and shall be used only for the purposes set forth in subsection
(aa) of section 1.1.

4.18 Billing and Ti ne of Paynment

Except as otherw se expressly provided herein, all charges
payabl e to the Agency shall be billed each nmonth and paid within

30 days after receipt of bill. Notw thstandi ng any dispute
bet ween the Agency and a water contractor, such water contractor
will pay all its bills when due and shall not withhold all or any

part of any paynment pending the final resolution of such dispute.
If the resolution of the dispute results in a refund to the

wat er contractor, the Agency shall nmake such refund plus any

i nterest earned by investnent of the disputed funds as pronptly

as it is able to do so, consistent with its nmeeting its Revenue

Bond obl i gati ons.
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PART 5 - WATER ADVI SORY COVM TTEE

5.1 Purpose
(a) There is hereby created the Water Advisory Comm ttee.

(b) The purpose of the Water Advisory Committee is to review all
proposal s set forth by the Agency which involve a significant
capital outlay for the Transm ssion System or any other project
whi ch woul d significantly change the | evel of service or add
significantly to the operations and nai nt enance expense of the
Transm ssi on System or other expense to be borne by the water
contractors.

5.2 Powers

Except as provided herein to the contrary, the power of the
Wat er Advisory Conmittee is limted to that of collective
spokeperson for the water contractors and shall be advisory only
in nature. Nothing shall preclude a water contractor from
setting forth a view contrary to that of the majority of the
Commttee. No action of the Conmittee limts or inpairs any
right or power of any water contractor.

5.3 Conposition

(a) The Water Advisory Cormittee shall be conposed of one
representative selected by each water contractor. Each water
contractor's representative will be allocated a weighted vote
proportional to the average day any nonth water delivery limt
set forth in section 3.1(a) applicable to such water contractor.

An affirmative vote of said Commttee shall require both of the
following: (1) the affirmative vote of nore than fifty percent
(50% of the total weighted votes as defined above; and (2) the
affirmati ve vote of at least five (5) representatives. |If the
Wat er Advisory Conmittee does not affirmatively vote to approve
any matter before it for a decision, then the matter shall be
deened not approved. The CGeneral Manager of the Marin Minici pal
Water District, or his or her designated representative, may
attend and participate, debate, express opinions and present
information at neetings of the Water Advisory Committee but shal
not have a vote.

(b) Annually, on a date selected by the Water Advi sory
Conmittee, the Commttee shall elect one of its nmenbers to serve
as chairperson for the ensuing fiscal year. The chairperson may
serve any nunber of consecutive years provided that an el ection
is held each year. Furthernore, the chairperson can be renoved
and replaced at any neeting called by five Conmittee nenbers
provided all Commttee nenbers are notified in witing a m ninmm
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of five working days prior to the neeting. Voting for
chai rperson shall be as provided in subsection (a) of this
secti on.

(c) Conmencing with the first fiscal year follow ng the
effective date of this agreenent, the Agency shall include in its
operating budget the amount of $30,000 which the Agency shal
expend as the Water Advisory Commttee directs for purposes
associated with the orderly inplenmentation and operation of the
provi sions of this agreenment and ot her associ ated purposes deened
appropriate by the Commttee. The annual anount nay be fixed at
a higher or |ower anmobunt in subsequent fiscal years as determ ned
by vote of the Commttee pursuant to subsection (a) of this
section. The Water Advisory Commttee shall decide which, if
any, consultant or consultants, firmor firnms shall be hired to
carry out this work.

I N WTNESS WHERECF, the parties have executed this
agreenent on the date first above witten.

SONOVA COUNTY WATER AGENCY

By: Date: January 26, 2001
Randy D. Pool e, Ceneral Manager/ Chi ef ENngi neer

ATTEST:

C TY OF COTATI

By: Dat e: Septenber 30, 1999
Howar d Ber kenei er, Mayor

ATTEST:

Cty Cerk
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CTY OF PETALUVA

By:

E. dark Thonpson, Mayor
ATTEST:

Cty Cerk

Cl TY OF ROANERT PARK

By:

James Reilly, Jr., Mayor
ATTEST:

Cty Cerk

CI TY OF SANTA RCSA

By:

Janet Condron, WMayor
ATTEST:

Cty Cerk

CTY OF SONOVA

By:

Loui s Ranponi, Mayor
ATTEST:

Dat e:

Dat e:

Dat e:

Dat e:
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January 24, 2001

August 16,

1999

Auqgust 23,

1999

August 26,

1999
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Cty Cerk
FORESTVI LLE COUNTY WATER
DI STRI CT Dat e:
By:

W1 1iam Massey, President
ATTEST:

Secretary

NORTH MARI N WATER

DI STRI CT Dat e:

By:
Donal d Brand, President

ATTEST:

Secretary

VALLEY OF THE MOON WATER

DI STRI CT Dat e:

By:

Edwar d Kenny, President
ATTEST:

Secretary

rfb c:\wpw n\scwa\ nwsa\ zwt r _agr. 19
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July 23, 1999

Sept enber 2,

1999

Novenber 22,

1999




